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Federal C__m emnntinns Commissign

Lie L he Secretary

UNITED STATES DEPARTMENT OF EDUCATION

THE DEPUTY SECRETARY

May 29, 2002

FCC Secretary: Please

Hoporal e Sila M. Calderon

govemc“' o file under CC Docket No. 02-6
oo weatth of Puerto Rico Pursuant to DA 03-1731, !

San Juat , Puerto Rico 00902-0082

a PN released on May 16, 2003 |

Desar Go'rernor Calderon:

I am foll rwing up on Secretary Paige’s letter to you regarding serious deficiencies in the Puerto

. Rico De; artment of Education’s (PRDE's) administtation of yarious programs funded by the
U.S. Dey artment of Education (ED). Iam sending a sitailar letter to Secretary of Education
Cesar Rt y-Hernandez.

As you k30w, recent events involving the use of Federul education funds by former senior

officials of the PRDE, including the former Puerta Rico Secretary of Education apd vendors with 1
whom P! DE has had dealings, and various other fiscal and programmatic accoumtability '
problems concerning PRDE have gaused us great concern. Mgjor deficiencies in PRDE’s

adnynist:stion of the largest grant program, Title I of the Elementary and Secondary Education

Act, havi: been confirmed by audits and other reviews made by this Department’s Office of

Inspector General. Numerons and repeated deficiencies in PRDE’s adminigtration of a mumber |
of Fedem: | education programs have also been found in the single audits of PRDE conducted by |
independ :mt auditors. Additionally, the inability of PRDE to provide us with timely single andits

has exsci tbated preatly these accountability problems. '

Altbough I appreciate the seatiments you expressed and the assuragces provided in Your letter to '
the Secre ary of January 24, 2002 (that PRIDE is taking these problems seriously and is '
addressir:; them), we need more detailed information about the particular steps taken or soon t©
be taken ¥y your government, inchiding PRDE, to address these problezns. This is necessary in
order for 11 1o carry out our mutual administrative responsibilities to ensure the proper use of
Federal e ucation funds in Puerto Rico. While I understand that some of the problems noted
may bave been inherited from previous Admrinistrations, the recent developments noted above
bave mac: it imperative that we mke immediate steps to ensure that PRDE bas appropriate |
controls i1 place to ensure the proper use of all Federa] education grant fonds. it receives. A

discussio: of some of the most seribus outstapding problems follows. |
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Late 'nd Overdue Audits

All of'the problems conceming fiscal and progremmatic accountability have been aggravated by
the 1a 'k of timely single audits.! As you may know, for saany years, PRDE has failed to submit
timel : and sufScient single audits under the Single Audit Act. Audits of fiscal years beginning
after "mxe 30, 1998 are required by law to be submitted within ninc mouths after the armnal
peiow: being audited. For earlier Years, they were due thirteen months after the end of the
andin.d period. Various commitments made by Puerto Rico officials over the years to submit
timel - audits have not been met. For example, the most recent single endit of PRDE thet we
recei* ad was for fiscal year (FY) 1999; this was received by the Single Audit Clearinghouse on
Septe :mber 28, 2001; it was about 18 months overdue, Before that, the audit for FY 1998 was
subm tted op March 20, 2001; it was about 20 months overdue. The audit for FY 1997 was
subm- tted on April 28, 2000, about 21 months late. This situation was virtuelly the same for
gudit, in previous years. The sudit for FY 2000 is already more than a year averdue; the audit
for fi:cal year 2001 is already overdue, and we understand that work on it has just begun. The
requi ‘sment for timely audits is 2 fundamental requirement to ensure proper accountability; the
subm ssion of lete audits cannot be allowed 1o continve.

Seri¢ 1 Fiscal Accountabilitvand Programmatic Problems

The 1 ndings in the single audits of PRDE, as well a8 recent audit woxk done by the Depertment's
Offic . of Fnspector General, make clear that large-scate fiscal accountability and programmatic
probl:gns have existed for 2 number of years aod appear to be continuing. Findings show that
serioiie deficiencies exist in many key aspects of procurement, program planning and

imple nentation, and financial and property management. Poor record keeping, contracts issued
in a z apner that is inconsistent with applicable local reguiations and Federal requirements and
withe 3t proper coniyols, lack of timely payments to vendors, late obligations and liquidations,
Fedeial funds spent op unaliowable activitics, and the lack of proper or timely fiscal

recor ilistions purmeste the expenditure of Federal cducation fands by PRDE. These findings in
the s dits detail a clear and persistent pattern of problems within PRDE’s administration of

Fede: 1] education programs in Dumerons areas. Among other thinge, there is a need for proper
piant .ng, implementation, procurement, eveluation, administration, delivery of program services,
andt nely accountability. All of these significant problems hamper PRDE’s ability to provide
appit Jiate education services o its smdents with Federal education funds. These serious

probl ms cammot be allowed to tontinne, because it is ultimately the students who suffer.

Ta oo 1mumications with this Department, you &od representatives of PRDE have pledged to
eliimi-iate problems in the adwinistration of Federal grants and have begun to describe some of
the st:ps you have taken. We look forward to your cooperation in expanding the PRDE's
comr itment to fundamental changes ini every aspect of PRDE programs funded by the

Deps. tment. Significant changes must be initiated in the many sreas outlined in this letter.
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Beser on these problems, which are exacerbated by the lack of timely single audits and the
sericus accountability problems jt causes, as of the date of this letter, we are designating FRDE a
“high-risk grantee” under 34 C,F.R. 80.12, making the agencymbjectto special conditions io all
of the. Federal education programs that it ach:nimsms The special conditions placadon PRDE’s
grant . could include such additional as fling special reports, paying out the grant
fimds on a reimbursernent basis, and the establishment of an independent third party agent to
mana.ie and edminister part or a]] of the graut funds. Additionally, some fimding may be
suspe.1ded, terminated, or withheld in accordance with our enforcement mithority, and other
apprr ariate remedies may be considered. However, for a short period of time I am defercng
attac) iing specific special conditions and taking other enforcement actions in order to give the
gove ament of Puerto Rico, including PRDE, a chance to address our concerns. I will determine
what ipecial conditions are appropriate and whether additional enforcement action should be
taker based on the responses submmedbyl’uzrto Rico, including PRDE, to the requests for
infar 1ation below. While I remain hopeful that your govemment, including PRDE, will
demc. 1strate the appropriate commitment and imitistive to improve the management of PRDE, so
that ¢ yme or all of these remedies will not be necessary, I amm alarmed by the seriousness and
lengt .y history of the problems found in Puerto Rico.

To a]low us-to determine what specml conditions should be imposed, and what other remedics
shoun: ] be taken, please submit on 8 timely basis (50 that I will receive within thirty (30) days of
the dte of this letter) the following:

A Ce xective Action Plan dethiling:

() Your government’s plan for expedited submission of andits by PRDE for FY's 2000 and
2001, and the timely submission of audits for FY 2002 and all future years;

(¢ ) Your government’s plan to improve PRDE’s procurement process to ensure the timely
award of contracts and the fair and unbiased adherence to appropriate rules for ensuring
competitive bidding, fair prices, and the proper implementation of procurement actions.

() Your government’s means of addressing other key problems mentioned abave or in the
single audits and the sudits conducted by our OIG.

With ~egard to the Jast two items, andits have noted long-standing and serious problems in
PRD"’s procurement proceass, and i many aspects of graut planning, unplemmtatmn, and

accot otability, These problems mske it difficult to ensure that eligible recipients receive

apprc priste S€rvices on @ tlmely basis and that accurate and reliable record kecping systems are
main.zined. There is an mden:tn:edfo:apromptandthomgh overhau! of meny aspects of |
PRD!’s grant administration. The deficiencies that our auditors have noted include an absence
of im :nal controls in PRDE’s procurement system, a need for the development of specifications
to pr .cess contract awards and for proper review of vouchers for goods and sexvices; a need for
better program plarming and implementation; and the need to develop and implernent better
fiscel controls, and a reliable system of keeping records. It is essential that these items be
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seen ¢ ; high priorities as P’RD’E'attempts to recstablish integrity and efficiency in its management
of Fei 'era] grant funds, so that all requirements are met and so that proper edncation services are
provi- ed to the proper beneficiaties. We wonld expect corrective actions to address, at a
minir:1m, these areas. In addition, we invite PRDE officials to review the audttﬁndmgs and the
other nroblems mentioned in this jetter and advise me of the other corrective actions being takea

thaw'i]lhelp address our concerns andmjmmzeﬂaensksofourg:mtfundsbangzmpropeﬂy
admt istered.

The i formation I have requested is essential to our responsible oversight of PRDE's grants and
to mz mtaiping PRDE's futnre eligibility for such grante. I request that the Puerto Rico

gove- aneut reply thoroughly ahd by the deadline indicated sbove with the information
requested. The corrective action plan should include 8 schedule of whea each of the comrective
actio: s will be implemented. We expect that PRDE’s implementation of the corrective actions
will T egin immediately and that all of the actions will be fully implemented by the end of this
caler:lar year. ] also ask that the Puerio Rico government examine whether similar problems
exigt with other Puerto Rico agencles that sdministey grant fomds received from our Depattment.
If the v do, please report on corrective actions to be taken with regard to those agunmw

In ad: lraontothemformauonwehwcreqmstedmﬂnslem,mthenwﬁnm my staff will
also ' e requesting PRDEmpmwde specific information that we need for timely resolution of
aud:lﬁndmythatmuutsmdmg Weu-ustﬂaatyouandﬂ:eSmctaryofEducanonwﬂ]emm

thet e bave the full cooperation of PRDE in ensuring prompt, complete, and accurste responses
nece: sary for audit resolution.

My t ope is that PRDE will demonstrate significant progress in imnplementing necessary changes
znd i oprovements, so that my Department will not have to take the more prescriptive measures
outlt:ed i this letter that it has availsble 1o protect Federal grant funds. My staff stands ready to

answ ot questions and provide technical assistance on the applicable Federal requirements in the
prog. ams affected and on mare general grant fund accountability, but it will take a genuine

comriitment by your governwment, and by PRDE in particulsr, to complete the needed corrective
actic is in 3 tirnely mammer.

I rexr ain hopeful that your gnvsmmentwﬂl address our concerns. I have designated Phil Maestd
of ot : Office of Chief Financial Officer to be the designated caontact for questions and requests
for asistance from your office.avd PRDE. He can be reached at (202) 205-3511. We look

forw rd to working with You and others in your government to improve the delivery of Fedcral
eduction services so that po child in Paerto Rico is left behind.

Sincerely,

| vﬁ( HEW\
cc: ecretary of Bducation Cesar Rey-Hernandez

_".epresentstive Anfbal Acevedo Vila

4w m—
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UNITED STATES DEPARTMENT OF EDUCATION '

THE DEPLUTY SECRETARY

May 29, 2002

Dr. Ce.ar A. Rey-Hemandez . '

Sectetz 1y of Education '

Puerto Rico Department of Sducanon -

Post O Fice Box 190759 . | l
_ San Ju.in, Puerto Rico 00919-0759 '

‘ i
Dear 8 :cretary Rey-Hernendez: | : ' !

I am ft lowing up on Secretar} Rod Paige’s letter to the Govemeor regarding serious deficiencies
in the 'uerto Rico Department of Education’s (PRDE’s) administration of various programs

I
" fanded by the U.S. Department of Education (ED). 1am seading a similar letter to Govemor !
Calder p.

As you know, recent events mvolwngmense of Federal education funds by former senior
official s of the PRDE, including the former Puerto Rico Secretary of Education and vendors with )
whom "RDE has had dealings, and various other fiscal and programmatic accountebility
problerns concerning PRDE bave cansed us great concemn. Major deficiencies in PRDE’s

admini -tration of the largest grant program, Title I of the Elementary and Sccondary Education
Act, bz /e been confirmed by audits and other reviews made by this Departrnent’s Office of
Inspeci o General. Numerous and repeated deficiencies in PRDE’s administration of a pumber
of Fedi @l education programs bave also been found in the single audits of PRDE conducted by
indepe 'dent auditors. Additionally, the inability of PRDE to provide us with timely single audits
has exa zerbated greatly these accountability problems.

Althou sh I gppreciate the sentiments the Governor expressed and the assurances provided in his
letter &> the Secretary of January 24, 2002 (thet PRDE is taking thesz problems seriously and is
addrest mg them), we need more detailed information about the particular steps taken or soon to
be taken by the Puerto Rico government, including PRDE, to address these problems. This is
necess: Y i order for us to carry out our mutal administrative responsibilitics to ensure the
proper :18e of Federal education fimds in Puerto Rico. While I understand that some of the
probler 18 noted may have been inherited fromn previous Administrations, the recent

develo “ments noted above have made it iraperative that we take immediate steps to ensure that
PRDE .as appropna.tc controls it place to ensure the proper use of all Federal education grant
funds i ' receives. A discussion of some of the most serions outstanding probleras follows.
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Late “nd Overdue Audits

All o the problems ooncanmgiﬁscal and programmatic accountability have been aggravated by
the la:k of timely single audits. As you may know, for many years, PRDE has failed to submnit
timet and sufficient single audits under the Single Audit Act. Audits of fiscal years beginning
after "upe 30, 1998 are required by law 10 be submitted within nine months after the annval
perio- being audited. For earlier years, they were due thirteen months after the end of the .
andit:d period. Various comumitments made by Puerto Rico officials over the years to submit
timel, audits have not been met. For example, the most recent single audit of PRDE that we
receired was for fiscal year (FY) 1999; this was received by the Single Audit Clearinghouse on
Septe nber 28, 2001; it was about 18 months overdue, Befoge that, the sudit for FY 1998 was
subm itted on March 20, 2001; it was sbout 20 montbs overdue. The aundit for FY 1997 was
subm tied on April 28, 2000, about 21 months late. This situation was virtnally the same for
audit:. ip previons years. The audit for FY 2000 is already more than a year overdue; the andit
for fi .cal year 2001 is-already overdue, and we understand that work on it has just begmn. The
requi- erment for timely audits is a fondaments] requirement to ensure proper accountability; the
subm -ssion of late audits cannot be allowed to continne. '

Seriu 18 Fiscal Accountability and Programmatic Problems

The ' pdings in the single audits of PRDE, as well ag recent audit work done by the Department’s
Offic - of Inspector General, make clear that large-scale fiscal accountability and programmatic
prob] s have existed for a munber of years and-appesr to be continuing. Findings show that
serious deficiencies exist in many key aspects of procurement, program plapning and

impie nentation, and financial snd property management. Poor record keeping, contracts issued
in a 1 ;agner that is Inconsistent with applicable local regulations and Federal requirernents and
withe 1t proper controls, lack of timely payments to vendory, late obligations and liquidations,
Feda; 1l funds spent on upallowable activities, and the lack of proper or timely fiscal

recog liations permeate the expendittre of Federal education funds by PRDE. These findings in
the 8,dits detail a clear and persistent pattemn of problems within PRDE’s administration of
Feder 1 education programs in pumerous arcas. Amang other things, there is a need for proper
planz,ng, implementation, procurement, evaluation, adwinistration, delivery of program services,
and t pely accountability, All of these significant problems bamper PRDE’s ability to provide
appic wiste education services 1o its students with Federal education funds. These serious
probl-ms cannot be allowed to continme, becanse it is nltimately the students who suffer.

In oo rnumications with this Department, the Govemor and represeniatives of PRDE have
pledg:d to eliminate problems in the admiristration of Federal grants and have begum 1o describe
some of the steps you have taken. We Jook forward to your cooperation in expanding the
PRD-’s commitment to fundamental changes in every aspect of PRDE programs funded by the
Depa ‘tment. Significant changes must be initiated in the many areas outlined in this letter.
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Basec on these problegps, which are exacerbated by the lack of timely single audits and the
seriot ; accountability problens it causes, as of the date of this letter, we are designating PRDE a
“high-risk grantec” under 34 C.FR. 80. 12 muking the agenoy subject to special conditions in all
of the Federal education programs that it administers. The special conditions placed on PRDE’s
prant: could include such additional requirements as Sling special reports, paying out the grant
funds )n a reimbursement basis, and the establishunent of an independent third party agent to
mana ;e and adnunisterpartnrallofthe grant funds. Additionally, some funding rnay be
suspe ded, tenminated, or witbheld in accordapce with our enforcement suthority, and ather
approriste remedies may be considered. However, for 8 short period of time I am deferring
sttact. ng specific special conditions and taking other enforcement actions in order to give the
goveriment of Puerto Rico, c!udmgPRDE a chanoe to address our concems. I will determine
what :pecial conditions are and whether additicnal enforcement actions should be
wken jased on the responses submitted by Puerto Rico, including PRDE, to the requests for
inforration below. While X remain hopeful that your govermment, including PRDE, will
demo strate the appropriate cormnitment and initiative to improve the management of PRDE, so

that 3. me or all of these remedijes will not be necessary, I am alarmed by the seriousness and ’
lengt! y history of the problems found in Poerto Rico.

To al »w us to determine what special conditions should be mposnd. and what other remedies

shoul .. be =ken, plme submit on a timely basis (30 that X will receive within thirty (30) days of
the & ‘e of this letter) the following:

A Co rective A:ﬂog Plan detilﬂing:

(1. Your government’s plsh for expedited submission of audits by PRDE for FY's 2000 and
2001, and the tinely submission of audits for FY 2002 and all firture years;

@, Your government’s plan to improve PRDE’s procurement process to ensure the timely
award of contracts apd the fair and unbiased adherence to sppropriate rules for ensuring
competitive bidding, fair prices, and the proper implementation of procurement actions.

(3. Your government’s means of addressing other key problems mentioned above or in the
single audits and the andits conducted by our OIG.

With ‘egard to the last two items, audits have noted long-standing and serious probleras in
PRDI.'s procuremnent process, and in many aspects of grant planning, implementation, and
accoy ‘tabilfty. These problems make it difficult to ensure that eligible recipients receive
appro iriate services on a timely basis and that accurate and relisble record keeping systems are

maint-ined. There is an evident need for a prompt and thorough overhaul of many aspects of
FPRDE.'s grant administration. The deficiencies that our auditors have noted include an absence:

of ins mel coptrols in PRDE’s procurement system, a need for the developroent of specifications
tu pro :ess cantract awards and for proper review of vouchers for goods and services; a need for
better ;rogram planning and implementation; and the need to develop and implement better
fiscal :onmols, and a reliable system of keeping records, It is cssential that these items be
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seem £ high prioritics as PRDE attempts to reestablish integrity and cfficiency in its management
of Fedleral grant funds, go that alf requirements are et and so that proper education services are
provi ied to the proper beneficiarics. We would expect corrective actions to address, at 2

miniz um, these areas. In addition, we invite PRDE officials to review the audit findings and the
other nroblems mentioped in this letter apd advise me of the other cotrective actiops being taken

that +-{I} help address owr concemns and minimize the risks of our grast funds being improperly
adonis isteredl.

The i1 formation 1 bave requested is essential to our respansible oversight of PRDE’s grants and
to mzigtaining PRDE"s fiture eligibility for such grants, Irequest that the Puerto Rico
goveriment, including FRDE, reply thmoughl? and by the deadline indicated above with the
infop .\ation requested. The comrective action plan should include a schedule of when cach of the
corre.tive actions will be implemented. 'We expect that PRDE’s implementation of the

corre- tive actions will begin immediately and that all of the acuons m‘ll be fully implemented by
the &1 4 of this calendar year.

\ I edition to the information we have regmested in this 1m.inthenea:futme,mysuﬁwiu
also t : requesting PRDE to provide specific information that we need for timely resohution of
ﬁ audit /indings that are outstanding. We trust that you and other officials of PRDE will ensure

that v'¢ have the full cooperaticn of PRDE in ensuring prompt, complete, and accurate responses
neces sary for audit resohution.

, - Myh peis that PRDE will demonstrate significent progress in inplementing necessa.ri changes
[ and iriprovernents, so that my Department will not have t ke the more ¢ measures

prescriptiv
outliz »d in this Jetter that it bas'available to protect Fedcral grant funds. My staff stands ready
to an: ‘wer questions and provide technical assistance on the appliczble Federal requirements i
the progras affected and on more general grant fund accountability, but it will take a gennine

compiitment by yowr govespment, and by PRDE in particular, to campleue the needed comrective
actor 3 in a tinely manner.

I I rem: mhopefulthatyouragetlxcywilladdmssomcom Ihavédes;gnatedPhﬂMaﬁmof
; ow C Tice of Chief Finaucial Officer to be the designated coptact for questions and requests for
\ assist-nce from PRDE. He cau be resched at (202) 205-3511. 'We look forward to working

wit - .ou and others in your government to improve the delivery of Federal education services so
‘ thatn.:chﬂdinPusnoRicoislgﬁbchind.

i - Sincerely,

¢c: Govemor Sila M. Calderon
} R .presentative Anibal Acevedo Vila
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